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ACT505 – Accounting Theory 
DURATION 
 
Reading Time: 10 minutes 
Writing Time: 180 minutes 
 
INSTRUCTIONS TO CANDIDATES 
 
The exam has two sections: 
Section A must be answered on the Multiple Choice Answer sheet provided in this examination paper 
and must be handed in with your answer booklet.  Please ensure that your name and student number 
are clearly indicated on your Answer Sheet and at the top of this examination paper.  
Section B is to be answered in the answer booklet provided.  
 
EXAM CONDITIONS 
You may begin writing from the commencement of the examination session.  The reading time indicated above is 
provided as a guide only. 
This is a RESTRICTED OPEN BOOK examination 
Any non-programmable calculator is permitted 
No handwritten notes are permitted 
Any hard copy, English dictionary is permitted (annotated allowed) 
 






1 x 16 Page Book 
1 x 4-Multiple Choice Answer Sheet 
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Section A 
Multiple Choice Questions 
Total No of Marks for this section: 40 Marks  
This section should be answered on the Answer Sheet provided. Please ensure that your name and 
student number have been written on the Answer sheet and place in the completed answer Booklet. 
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Section B 
Short Answer Questions 
Total No of Marks for this section:  60 Marks 
This section should be answered in the Answer Booklet provided.  
Marks for each question are indicated. Suggested Time allocation for Section B:  100 mins 
 
Question 1: 
(a)  What is the difference between a positive theory of accounting and a normative theory of 
accounting? 





(a)  What is a conceptual framework of accounting? 
(b) What is the difference between an accounting standard and a conceptual framework of 
accounting? 
            
(Marks 15) 
Question 3: 
(a) What does it meant to say that an organization can be represented as ‘nexus of contracts’’? 
(b) Explain the management bonus hypothesis and the debt hypothesis of Positive Accounting 
Theory? 
 
 (Marks 15) 
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Question 4: 
Legitimacy Theory, Stakeholder Theory and Institutional Theory are considered to be system oriented 
theories. What does this mean? 
(Marks 15) 
 
